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OATH OR AFFIRMATION
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Tms reparte® contains (check ajl applicabie boxes):
a) Facing page.
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——te) Statement of Changes in Stockholders’ Equity or Pantners’ » Sole Propnaor's Capital.

Z ) Sratement of Changes in Liabilities Subordinated to Claim, .5 Creduors

TG Computation of Net Capital

1) Computation for Determination of Reserve Requirements Pursuant 1o Rule 15¢3-3.

= i) Informarion Relating to the Possession or control Requirements Under Rule 15¢3-3.

Z U) A Reconciliation, including appropriate explanauon, of the Computation of Net Capita] Under Rule 15¢3-1 and the
Computanon for Determination of the Reserve Requirements Under Exhibit A of Rule 13¢3-3.

— (k) A Reconciliation between che audited and unaudited Statements of Financial Condition with respect 1o methods of con-
solidaton.

£71) An Oath or Affirmanon.

=~ (m)A copy of the SIPC Supplemental Report
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AN INDEPENDENT MemBER oF

BD PARISH BASS URISH POPECK’ LLC 1020 EIGHTH AVENUE S. * SUITE ONE

. NAPLES, FLORIDA 34102
SEICMAN- Accountants and Consultants « PHONE: 941-262-8444

ALLIANCE * Fax: 941-263-8434

March 27, 2002

Ms Sherry Lawrence

NASD Regulations, Inc./System Support
9509 Key West Avenue, 3rd Floor
Rockville, Md. 20850

Dear Ms Lawrence:

Our firm is providing you with the following information: Part IIl facing Page for Private Asset
Advisors, Inc., and a computation of Net Capital.

COMPUTATION OF NET CAPITAL

Net Worth 826,604
Less: Non-Allowable Assets

Loans to Stockholder $10,707

Fixed Assets-Net 4,003 (14,710 )
Net Capital 11,894
Less: Minimum Regquired Capital ( 5,000)
Excess Net Capital 6,894

We did not find any material inadequacies when auditing Private Asset Advisor, Inc.’s financial
statements.

Very truly yours,

~itpilan CPA

Terri L. Bass, CPA

THREE GATEWAY CENTER PENN STATE RESEARCH PARK MAIN & CHESTNUT
PITTSBURGH, PA 15222 UNIVERSITY PARK, PA 16803 WASHINGTON, PA 15301
PHONE: 412-391-1994 PHONE: 814-867-8056 PHONE: 724-228-7900

Fax: 412-391-0724 Fax: 814-867-8052 Fax: 724-228-7918




Private Asset Advi:

Independent Auditors' Report

Financial Statements
Balance Sheets
Statements of Income and Accumulated Deficit
Statements of Cash Flow
Notes to Financial Statements
Supporting Statements:
Independent Auditors' Report on Additional Information

Supporting Statements of General
and Administrative Expenses
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AN INDEPENDENT MEMBER OF

BDO PARISH BASS URISH POPECK, LLC 1020 B Aveue S, » St On
{SEIDMAN Accountants and Consultants ' PHONE: 941.262.8444
ALLIANCE Fax: 941-263-8434

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Private Asset Advisors, Inc.
Naples, Florida

We have audited the accompanying balance sheets of Private Asset Advisors, Inc., (a Florida S
corporation) as of December 31, 2001 and 2000, and the related statements of income, accumulated
deficit, and cash flows for the years then ended. These financial statements are the responsibility of Private
Asset Advisors, Inc. management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. These standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Private Asset Advisors, Inc. as of December 31, 2001 and 2000, and the results of its
operations and cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

B L9 ok L1

March 18, 2002

THREE GATEwAY CENTER PENN STATE RESEARCH PARK MAIN & CHESTNUT

PirTssurRGH, PA 15222 UNIVERSITY PARK, PA 16803 WASHINGTON, PA 15301

PHONE: 412-391-1994 PHONE: 814-867-8056 PHONE: 724-228-7900
Fax: 412-391-0724 Fax: 814-867-8052 Fax: 724-228-7918




Private Asset Advisor

Balance Sheets

December 31, 2001
Assets
Current assets:

Cash $ 10,800 $ 11,556

Commissions receivable 781 2,535

Advance to stockholder 10,700 10,700

Advance to - affiliate company 361 635
Total current assets 22,642 25,426
Automobile, furniture and computer equipment - net 4.003 6,832

3
Total Assets $ 26,644 $ 32,258
Liabilities and Stockholder's Equity
Current liabilities:

Accounts payable $ - $ 68
Total Liabilities - 68
Stockholder's Equity

Capital stock, $1 par values; 7,500 shares authorized,;

100 shares issued and outstanding 100 100
Additional paid in capital 29,549 29,549
Retained earnings/(accumulated deficit) (3,005) 2,540

Total stockholder's equity 26,644 32,189
Total Liabilities and Stockholder's Equity $ 26,644 $ 32,258
See independent accountants’ report and notes to financial statements
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Private Asset Advisonf

Statements of Income and Accumulated De

Years Ended December 31, 2001
Revenue S 33,600 $ 30,958
General and Administrative 15,980 27,005
Income from Operations 17,620 3,953
Other Income and (Expense)
Interest and dividend income 335 244
Interest expense - (713)
Total Other Income and (Expense) 335 (469)
Net Income $ 17,955 $ 3,484
Retained earnings, beginning of year 2,540 7,556
Less: Stockholder's dividends (23,500) (8,500)
Accumulated deficit, end of year h (3,005) $ 2,540

See independent accountants' report and notes to financial statements




Private Asset Ad

- Statements of Cash Fl

Years Ended December 31, 2001 2000
Cash flows from operating activities: _
Net income $ 17,955 $ 3,484
Adjustments to reconcile net income to net cash ’
provided by operating activities:
Depreciation 2,829 4,547
: ‘(Increas’e) decrease .assctsv: : o
Commissions receivable 1,754 15,761
Increase (decrease) liabilities:
Accounts payable (68) (1,660)
Net cash provided by operating activities .4,515 8,648
Cash flows from investing activities:

Advances to/(from) affiliate company 274 (200)
Net cash used by investing activities: 274 (200)
Cash flows from financing activities:

Stockholder's dividends (23,500) (8,500)
Net cash used by financing activities: (23,500) (8,500)
Net decrease in cash and cash equivalents (756) 3,432
Cash and equivalents, beginning of year 11,555 8,123
Cash and equivalents, end of year $ 10,800 $ 11,555
Supplemental disclosures of cash flow information: -

Cash paid during the year for interest expense $ - $ 713

See independent accountants’' report and notes to financial statements




1. Summary of significant
accounting policies

Private Asset Adviso

Notes to Financial Statem|

For the Years Ended December 31, 2001 and

This summary of significant accounting policies of Private Asset
Advisors, Inc., (the Company), is presented to assist in understanding
the accompanying financial statements. The financial statements and
notes are representations of the Company’s management who is
responsible for their integrity and objectivity. These financial
statements have been prepared in accordance with accounting principles
generally accepted in the United States of America which, in the opinion
of management, have been consistently applied.

Organization and operations

Private Asset Advisors, Inc. (the Company) is a securities broker-dealer
registered with the Securities and Exchange Commission and a member
of the National Association of Securities Dealers, Inc. and the New York
Stock Exchange, Inc.

Revenue recognition

Securities transactions and the related revenues and expenses are
recorded in the accounts on their settlement date; generally the third
business day following the transaction. Revenues and expenses
recorded on a trade date basis are not materially different from revenues
and expenses recorded on a settlement date basis. Clearing fees include
service charges, execution fees and commissions on order flow.

As a broker dealer, the Company places orders with security dealers
whom the Company represents on a commission basis. The Company
does not directly receive payment for or make purchases of securities.
Those transactions are made directly with the securities dealers on
behalf of the Company’s clients. The Company then receives
commissions for their representation accordingly.

The shareholder of Private Asset Advisors, Inc. also owns Nichols
Financial Group, Inc.. Balances and transactions with this company may
not have been eliminated in the accompanying financial statements.




1. Summary of significant
accounting policies (cont)

Private Asset Advisor

Use of Estimates

The preparation of financial statements, in conformity with accounting
principles generally accepted in the United States of America, requires
management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Cash and cash equivalents

The statements of cash flows classify changes in cash and cash
equivalents (short-term, highly-liquid investments readily convertible
into cash with an original maturity of three months or less) according to
operating, investing or financing activities. Financial instruments which
potentially expose the Company to concentrations of credit risk consist
principally of cash and commissions receivable.

The Company places its cash and temporary cash investments with a
financial institution which management considers being of high quality.

Automobile, furniture and computer equipment

Automobile, furniture and computer equipment are recorded at cost.
Depreciation and amortization on furniture, equipment and leasehold
improvements is provided utilizing the straight-line method for financial
reporting purposes at rates based on the following estimated useful live:

Years
Automobile 5
Fumniture and equipment 5-7
Computer and printer 5

For federal income tax purposes, depreciation is computed using the
accelerated cost recovery system and the modified accelerated cost
recovery system. Expenditures for major renewals and betterments that
extend the useful lives of property and equipment are capitalized.
Expenditures for maintenance and repairs are charged to expense as
incurred.




1. Summary of significant
accounting policies (cont)

2.) Receivables

3.) Property and equipment

Private Asset Adviso

Notes to Financial Statem

For the Years Ended December 31, 2001 an

Income taxes

The Company, with the consent of its stockholder, has elected under the
Internal Revenue Code to be an S Corporation. In lieu of corporation
income taxes, the stockholder of an S Corporation is taxed on the
proportionate share of the Company’s taxable income. Therefore, no
provision or liability for income taxes has been included in the financial
statements.

Amounts receivable consist of the following:

December 31,

2001 2000
Commissions $ 774 $ 2,528
Advance to Shareholder 10,707 10,707

$ 11,481 $ 13,235

The cost of automobile, furniture and computer and printer are
summarized by major classification as follows:

December 31,

2001 2000

Automobile $ 10,739 $ 10,739
Furniture and equipment 500 500
Computer and printer 5,627 5,627
Total Assets 16,866 16,866
Less: Accumulated depreciation 12,862 5,486
Automobile, furniture and computer

equipment - net $ 4,004 $ 11,380




4.) Contingencies

5.) Net capital requirements

6.) Off-balance sheet risk

Private Asset Adviso
Notes to Financial Statem

For the Years Ended December 31, 2001 and

The Company was a party to a claim and a possible class action lawsuit
arising from the alleged sale of unregistered securities, namely
promissory notes of Phoenix Continental Corporation. The defendants
in the claim and class action lawsuit sought damages in excess of
$125,000. The Company had no liability insurance to cover the
damages sought or the litigation costs. Phoenix Continental Corporation
filed for bankruptcy under Chapter 11 in Miami, Florida. According to
management and the company’s legal council, the ultimate liability, if
any, was never determinable. Accordingly, no provision for liability
that may result upon adjudication is included in these financial
statements. On September 12, 2000 the plaintiffs’ unopposed motion
for voluntary dismissal as to defendant Private Assets Advisors, Inc. was
accepted and recorded.

The Company is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (15C3-1) and the requirements of the
securities exchanges of which it is a member. Its aggregate
indebtedness standard requires the maintenance of a minimum net
capital and that the ratio of aggregate indebtedness to net capital both as
defined shall not exceed 15 to 1. Because the Company is a broker
dealer that does not receive directly or indirectly, or hold funds or
securities for, or owe funds or securities to customers and does not carry
amounts of, or for customers, it is required to maintain net capital of not
less than $5,000. At December 31, 2000, the Company had net capital of
$11,894, which was 44.64% of aggregate debit balances and $6,894 in
excess of required net capital.

In the normal course of business, the Company’s customer and
correspondent clearance activities involve the execution, settlement, and
financing of various customer securities transactions. These activities
may expose the Company to off-balance-sheet risk in the event the
customer or other broker is unable to fulfill it’s contracted obligations
and the Company has to purchase or sell the financial instrument
underlying the contract at a loss.




7.) License suspension

Private Asset Adviso}

Notes to Financial Statem

For the Years Ended December 31, 2001 an :

The NASD suspended the sole stockholder’s license due to lawsuits
arising from the alleged sale of unregistered securities. The
stockholder’s license was suspended on April 17, 2000 and remained in
place until October 17, 2000. Under the terms of the suspension the
Stockholder was not allowed to sell stocks, bonds, mutual funds or
variable annuities. In addition, he was not allowed to remove
commission funds out of the Company or sign checks drawn from the
Company’s bank accounts.
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AN INDEPENDENT MEMBER OF

BD PARISH BASS URISH POPECK, LLC 1020 EH AVNES, * SUT One
APLES, FLORIDA 34102
SEIDMAN Accountants and Consultants PHONE: 941-262-8444
ALLIANCE Fax: 941-263-8434

INDEPENDENT AUDITORS' REPORT
ON ADDITIONAL INFORMATION

To the Board of Directors
Private Asset Advisors, Inc.
Naples, Florida

Our report on our audit of the basic financial statements of Private Asset Advisors, Inc. for December 31,
2001 and 2000 appears on page 1. That audit was conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The supporting schedule of general and administrative
expenses are presented for purposes of additional analysis and are not a required part of the basic financial
statements. Such information has not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole. '

Vs o Lt S ik, L&

March 18, 2002

THree GATEWAY CENTER PENN STATE RESEARCH PARK MaiN & CHesmLQ

PITTSBURGH, PA 15222 UNIVERSITY PARK, PA 16803 WASHINGTON, PA 15301

PHoONE: 412-391-1994 PHONE: 814-867-8056 PHONE: 724-228-7900
FAx: 412-391-0724 Fax: 814-867-8052 Fax: 724-228-7918



Private Asset Ad

Supporting Schedule of ¢
and Administrative E

Years Ended December 31, 2001 2000

General and administrative expenses:
Accounting and legal $ 4,945 $ 4,705
Advertising 178 613
Auto - 707
Casul labor 1,195 9,065
Consulting - 150
Depreciation 2,829 4,547
Dues and subscriptions - 193
Insurance 274 223
Meals and entertainment - 118
Office supplies and postage 4,148 2,624
Taxes and licenses 2,411 3,305
Telephone - 706
Travel - 49

Total general and administrative expenses $ 15,980 $ 27,005

See independent accountants' report and notes to financial statements
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